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Kansas Rural ILECs:

• 35 small businesses that cover a significant, low customer density 

rural geographic area of the state.

• Provide, or are deploying, state-of-the-art networks that support 
basic and broadband services.

• Provide networks that link Schools, Libraries, Rural Healthcare,
and other Anchor  Institutions.

• Provide many rural jobs and are the anchor institution in rural 
communities.

• Are RoR regulated and are subject to earnings reviews by the 

KCC.
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Rural ILECs in Kansas

*See next slide for Legend
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Legend for Kansas Map



The FCC’s NPRM:

• Proposes significant near term changes to Universal Service  

Mechanisms that will cause major revenue reductions starting in         

2012. 

• Negatively impacts Rural ILECs ability to provide Universal 

Broadband and Telecom Services.

• Rural ILECs have borrowed significant sums to invest in the 

broadband network of tomorrow – the proposed changes put     

broadband networks and loan obligations at risk.

• Endangers small business, jobs and rural economies.
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Estimated Percentage Change in Universal Service 

Funding for Kansas Rural ILECs

2013 2014
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L ine De sc ription Source 20 10 2 0 11 201 2 20 1 3 2 01 4

R EG ULA TE D RE VE NUES

R eve nues  - USF Support:

LN1 NE CA-ICLS 3 yea r fore ca st $ 1 ,2 1 6,4 86 $ 1,2 42 ,25 2 $1 ,27 6 ,00 4 $1 ,324,219 $1,391 ,2 34

LN2 NE CA-LSS 3 yea r fore ca st $3 2 5,3 25 $ 3 36 ,00 5 $ 31 7 ,95 1 $ 302,315 $ 288 ,7 61

LN3 USF  SNA From  USAC Appendix 1 $ 7 1,4 05 $ 69 ,62 5 $4 7 ,76 0 $47,760 $18 ,7 20

LN4 USF  H CL 3yr forecas t and  USA C Appedix 1 $7 8 1,5 71 7 26 ,05 6$           $ 63 1 ,36 8 $ 615,102 $ 587 ,4 20

LN5 S UBTO TA L -USF =( Sum  LN1  thru LN4 ) $ 2,3 94 ,7 87 $2 ,3 73 ,93 8 $ 2 ,27 3 ,0 8 2 $2,28 9,396 $2 ,2 86,13 6

LN6 1 .3 Loops 3,0 29                 2 ,88 8                 2 ,75 3                 2,626                 2 ,5 06                

LN7 A nnual U SF Support pe r Line =( LN 5 / LN6 ) $ 7 91 $ 82 2 $8 2 6 $ 872 $9 12

LN7 a M onthly USF Support per Line =( LN 7 / 12) $6 6 $ 69 $6 9 $7 3 $7 6

O ther Reg ula te d R eve nues:

LN8
O the r Inte rstate Reve nue s (ie . NE CA 

s ett le m ents, In te rstate Acce ss , etc .)
Inters ta te  Les s ICLS a nd LSS $ 2 ,1 5 0,6 19 $ 1,9 88 ,73 6 $1 ,98 8 ,15 9 $2 ,000,812 $2,028 ,1 10

LN9
O the r Re venue (ie  Local, Intrastate  A cces s, 

e tc)
Total Reg  Re venue Le ss  Above $ 2 ,0 7 6,0 41 $ 2,0 76 ,04 1 $2 ,07 6 ,04 1 $2 ,076,041 $2,076 ,0 41

LN1 0 S UBTO TA L -  A ll other R eg . Re ve nue s: =( Sum  LN8  +  LN9 ) $ 4,2 26 ,7 26 $4 ,0 64 ,84 6 $ 4 ,06 4 ,2 6 9 $4,07 6,926 $4 ,1 04,22 7

LN 11 T OT A L REG ULA T ED R EV ENUE S =( LN 7 + LN10 ) $ 6,6 21 ,5 14 $6 ,4 38 ,78 4 $ 6 ,33 7 ,3 5 2 $6,36 6,322 $6 ,3 90,36 3

R eg ula te d O perating Expens e, Inte res t, Othe r:

LN1 2 O p. Expense From  Forecast $ 5 ,7 0 3,3 79 $ 5,7 90 ,08 6 $5 ,77 6 ,58 0 $5 ,820,671 $5,862 ,4 06

LN1 3 Interes t From  Forecast $4 9 6,3 09 $ 5 00 ,33 5 $ 54 8 ,67 7 $ 542,240 $ 509 ,5 01

LN1 4 O the r Al l Othe r Incom e   Stm t Ite ms $ 1 0,6 57 $2 ,32 9 $1 2 ,36 4 $6,506 $3 ,4 23

LN1 5 T OT A L OPE RAT ING EXPE NSE, INT ERE ST, ET C =( Sum  LN1 2 + LN1 4) $ 6,2 10 ,3 45 $6 ,2 92 ,75 0 $ 6 ,33 7 ,6 2 1 $6,36 9,417 $6 ,3 75,33 1

LN1 6 N et Incom e  Be fore  T ax =( LN 11  -  LN1 5 ) $4 1 1,1 69 $ 1 46 ,03 4 ($26 9) ($3,095 ) $15 ,0 33

LN 17 N et Inves tm ent 3 Y ear Forec as t $ 1 1,0 68 ,0 44 $ 11 ,3 34 ,56 0 $1 1 ,48 7 ,0 2 1 $12,0 14,263 $1 3,0 79,5 52

LN 18 R OR =( LN 16  /  LN 17 ) 3 .7 1% 1 .29 % 0.00 % - 0.0 3% 0.1 1 %

LN 18a HCL Ca p Re ve nue  E ff ec t From  Forec as t ( $8 0 ,2 1 3) ( $21 8,469 ) ( $3 60,3 62)

LN 19 T IER =( (LN1 3+ LN1 6)/LN1 3) 1 .828 5 1 .2 9 19 0.9 99 5 0 .9 94 3 1 .0 29 5

N PRM Im pac ts 201 2 20 1 3 2 01 4

LN 20 H igh  Cost  Loop  Fund ( $2 0 ,09 7) ( $2 7,373 ) ( $20 ,76 6)

LN 21 Sa fe ty Net Addit ive ( $2 2 ,63 5) ( $4 1,717 ) ( $36 ,50 8)

LN 22 LSS ($ 11 9 ,34 0) ($ 242,296 ) ($ 361 ,6 36)

LN 23 ICLS ( $5 5 ,71 0) ($ 113,108 ) ($ 168 ,8 18)

LN 24 $ 3 00 0/Ln Support L im ita tion = Com pare  to  L ine  7 ( $6 4 ,88 8) ( $4 5,169 ) ( $20 ,61 1)

LN 25 T otal Support Re duction =( Sum  LN2 0 thru LN2 4) ($ 28 2 ,6 6 9) ( $46 9,664 ) ( $6 08,3 40)

LN 25A T otal M onthly Support Re duc tion Per Line =( Line 2 5 /  L ine  6  / 1 2) ($ 9) ($15 ) ($ 20)

LN 26 E stim ate d USF Support to be rec e iv ed if  c urrent N PRM is im ple me nted: $ 1 ,99 0 ,4 1 3 $1,81 9,732 $1 ,6 77,79 6

LN 27 M odified  Net Income =( LN1 6  +  LN25 ) ($ 28 2 ,93 8) ($ 472,759 ) ($ 593 ,3 07)

LN 28 M odified  ROR =( LN2 8  / LN 1 7) -2.4 6 % - 3.9 3% - 4.5 4 %

LN 29 M odified  TIER =( (LN1 3+ LN2 7)/LN1 3) 0.4 84 3 0.1 28 1 -0.1 64 5

Specific Analysis of  FCC NPRM Proposals     



A Strong National Broadband Plan Should:

Meet the Objectives of Universal Service

- Provide high quality basic and broadband service to 

consumers in Rural ILEC study areas at rates that are 

comparable to those in urban areas. 

Recognize Critical Rural Carrier of Last Resort Responsibilities

Provide Predictable and Sufficient Funding

- Receive sufficient support funding to allow the recovery 

and operation of existing network costs plus committed  

ARRA deployment – enables ILEC to pay existing loans. 

Incent future rural broadband investment

- For future network costs - Receive funding sufficient to  

enable efficient build out of broadband service.
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The FCC Should Adopt  A Mechanism Like The

Rural Association CAF Proposal:

Broadband last mile loop costs (including additional costs 

resulting from Broadband Allocation Factor)

+

Second Mile, Middle Mile, and related Internet backbone 

connection costs

÷

Broadband lines

=

_Rural Broadband Costs Per Line_

-

Urban Benchmark 

x 

Subscribed Broadband Lines

=

Rural ILEC costs eligible for recovery via CAF support
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This Proposal Incorporates Efficiencies and 
Accountability

• A cap on corporate operations expense;

• Potential controls on prospective capital investment levels;

• A formula for funding middle mile transmission capacity based 

on customer demand, ensuring the ability to deliver on promised   

speeds;

• Existing cost accounting, verification, and audit procedures   

remain in place; including RoR earnings reviews in Kansas.

• Existing PoLR obligations remain in place.
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The Association Proposal Provides A Specific 
Broadband Support Mechanism for Rural ILECs That:

• Incorporates effective incentives for deployment, network 
maintenance, upgrades and adoption; 

• Includes reasonable funding constraints; 

• Promotes predictability, sufficiency, efficiency & accountability;

• Recognizes critical Provider of Last Resort (PoLR) responsibilities;

• Is consistent with existing statute and legal framework;

• Does not unduly burden consumers;

• Avoids disruption to existing customers; 

• Is ready to begin implementation by 1/1/2012.
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